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The Case 
for the 
Stockholder 


COOD MANY READERS who were 

Ll kind enough to give The 
Exchange Magazine their views on 
corporate annual reports—detailed 
at some length in the March issue 
seemed to feel that business treats 
workers better than stockholders. 

One of the most articulate letters 
on this subject came from a reader 
in Rolling Hills. California. 

“Why.” she asked, “don’t large 
companies endlessly publicize, in a 
medium read or heard by workers, 
how much capital it takes to create 
a job for a worker? 









Company invests 
~)| #12,000 per worker 
‘/ (for tools « equipment. 
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“If companies drummed on this 
not just at strike time—it might 
help educate the worker that the 
person who buys a share in the 


business does him a real service, 
and. therefore. is entitled to his 
share of return from it.” 
Dismissing as “too silly” the old 
fable that the worker is “squeezed” 
by the capitalist, she makes the fol- 
lowing concrete suggestion: 
“There should be a_ publicity 
campaign, telling everybody all the 
time that the average stock owner 





We own stock — 
our (HCOMme 75 
= #7000 @ year) 
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has a family income of $7,000 per 
year" **. 

“He wasn't left that money. He 
earned it. and saved it to invest. 
And. he is just as entitled to share 
in the business as the worker. 

“Without his contribution, 
there'd be no business nor job.” 

This California lady of convic- 
tion revealed, incidentally, that her 
annual income is about $4,000. It 
consists entirely of dividends on 
stocks bought—-‘*A little at a time 
from savings’ —-since 1944, 
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By Monroe C. GuTMAN 


Chairman of the 
Executive Committee, 
The Lehman Corporation 


ryviik investment decision —the 
| judgement to buy or sell a par- 
ticular security—is the crucial act 
for the investor whether he be 
an individual with limited resour- 
ces. a closed-end investment cor- 
poration with $300 million in as- 
sets such as The Lehman Cor- 
poration or any one of the other 
closed-end investment companies 
listed on the Stock Exchange, 
Phere are over 12!6 million in- 
dividuals in the U.S. who own 
corporate securities, but it’s doubt- 
ful that any one of them makes 
“the investment decision” as fre- 
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quently as do the professional 
managers of investment companies. 
\n investment company such as 
ours has tremendous sources and 
facilities to call upon in helping 
formulate investment policies. Not 
only does it have its own research 
staff, but also the management re- 
search staff and advisory service 
of its investment advisor. 

Finally the management of the 
investment company. its officers 
and directors, are traditionally 
leading industrialists and finan- 
clers. men of wide experience and 
intimate knowledge of business. 

However, just because a small 
investor makes “the investment 
decision” less frequently than the 
professional doesn’t mean that he 
shouldn't) follow equally careful 
and well-thought-out procedures of 
investigation and analysis. 

Deciding to buy. sell or hold a 
security is the continuous work of 
an investment company and we 
follow a formal sequence of steps 
before the final decision is reached. 
The basic step is to evaluate the 
veneral economic outlook. not only 
on a national scale but also. to the 
extent possible. on an international 
scale, At Lehman Corporation the 
economic outlook is under con- 
tinuous review to determine the 
investment climate. All govern- 
ment statistics on production, 
plus those of private organizations, 
are studied continuously. Such 
findings must be put into perspec- 
live against the political and social 
trends of the times. including a 
new political development in Asia. 
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Monroe C. Gutman, Chairman of the Executive 
Committee of 
been connected with the securities industry for 
more than a half a century. 

He was graduated from Harvard in 1905. 
Later on, that institution of learning conferred 
a Masters Degree in Economics upon him. 

Mr. Gutman is generally considered to be one 
of the Financial Community’s foremost experts 
in evaluating securities, movements of the stock 
market and financial trends in general. He has guided the investment 


The Lehman Corporation, has 


policies of The Lehman Corporation for more than thirty years. 





a shift in the size and age of na- 
tional populations. a sudden tech- 
nological break-through or an off- 
year Congressional election. 

By constantly examining and 
correlating trends, the profession- 
al investor can decide whether to 
pursue a bold. cautious or stand- 
pat investment policy. 

In 1950, for example, it was 
clear from. the political drift) in 
nations around the world —both 
the old and new nations that the 
most important task facing any 
national eovernment was to stave 
olf any threat of a serious econom- 
mic recession, To stay in power a 
eovernment would have to encour- 
age full employment. full produe- 
tion and a rising standard of liv- 
ing. Such a trend could not help 
but be beneficial to business and 
consequently to investment. 

Still another economic study 
indicated that union streneth was 
powerful enough to insure a 
steady increase in wages. There- 
fore, to maintain profit ratios. in- 
vestments should be directed to- 
ward industries where labor costs 


represent a minor factor in the 


2 


over-all) production cost—chemi- 
cals. electronics. oil and gas, 

The value of the regular eco- 
nomic review is inestimable. It 
frequently throws off leads to cer- 
tain industries or provides a back- 
eround for our board members, 
drawing on their wide experience, 
to suevest the most fruitful invest- 
ment areas to explore. 

Population studies may point 
to the home construction or balsy 
food industry: a drop in working 
hours may indicate a brighter 
future for leisure time industries. 

Once an industry is selected for 
study. it is assigned to an analyt- 
ical team composed of one senior 
and one junior analyst. The senior 
analyst. by virtue of experience, 
directs the gathering and evalua- 
tion of key information: — the 
junior analyst does the legwork, 

The first step is to collect. all 
the available information. calling 
upon our large financial library. 
The analyst may use Government 
reports or information brought 
out in the course of a recent anti- 
trust suit. Tables and charts of 
the industry are prepared and 
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mpared with national economic 
rends and the trends of | sales 
d earnings in other industries. 

\n analyst must keep in mind 
reas of investigation the average 

vestor may never think of. The 
ulility industry’s future, for ex- 
ample, might be rosy by all the 
accepted standards, It may show 
eood earnings, rapid growth in 
population served and— excellent 
management, But. an analyst would 
also check on the prevailing at- 
litude of various state regulatory 
hadies supervising utilities. If such 
rate-lixing agencies were generally 
opposed to further rate increases 
when equipment and labor costs 
were mounting. utility companies 
would automatically drop out of 
investment consideration. 

All this information is gathered, 
analyzed and evaluated and_ pre- 
sented in the form of a memo- 
randum. Each memorandum sum- 
marizes the industry's structure. 
pattern. problems and prospects. 

318 Companies 

Last year The Lehman Corpora- 
tion prepared 25) such industry 
memorandums. involving 318  in- 
dividual companies, 

Even before the industry study 
is completed. the alert analyst will 
spot some companies which seem 
more promising than others from 
an investment aspect. The junior 
analyst promptly starts collecting 
financial data on such key com- 
panies from standard — financial 
manuals. from the company’s own 
annual and quarterly reports, from 
listing applications and from the 
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prospectus filed with the Securities 
& Exchange Commission. The an- 
alyst will also chart the activity 
and movements of the company’s 
securities. Certain salient items 
will always be checked, including 
book value. margin of profit. ratio 
of sales to inventory. cash flow. 
dividend policy and capitaliza- 
tion ratios. 
Unnecessary Risk 

\eain there are some areas 
that the average investor might not 
examine. For example, one manu- 
facturing company which seemed 
to hold great promise to investors 
was faced with over $12 million 
in lawsuits. an amount equal to 
more than half of its total market 
value. Although the company’s 
management felt confident the $12 
million would never be collected. 
there was no point in taking an 
unnecessary investment risk. 

Once the selected company's sta- 
tistical picture is completed. the 
next and most important step is the 
management interview. Its the best 
way to learn about the company's 
plans to meet competitive prob- 
lems. In the course of his inter- 
views. the analyst attempts to 
appraise the management _ itself 
and _ its ability to keep pace with 
the demands of the industry. 

Since some executives tend to be 
enthusiastic and others tend to be 
conservative. it’s a rule of The Leh- 
man Corporation that all company 
memorandums disclose whether 
this is the first time the analyst has 
interviewed management. Experi- 
ence should help evaluate bias. 





The paramount: importance of 
the management interview cant be 
overemphasized, Its the only way 
to get the “feel” of a corporation 

the alertness and ability of its 
executives to meet any crisis. 

In one situation an electrical 
goods producer was not recom- 
mended for investment because 
management had lost its drive. 
When a new president was hired, 
our analysts concluded that not 
only did he have a good grasp of 
company and industry problems. 
but he intended to bring in fresh. 
capable men to. staff subsidiary 
operations. With all other factors 
favorable. that interview was crit- 
ical in producing a recommenda- 
tion to invest in that stock. 

Problem Solved 

But. when a good pharmaceutical 
company was being merged into a 
chemical company with an undis- 
tinguished) earning performance. 
the analyst said that. if the com- 
pany were considered a chemical. 
better securities were available. 
If evaluated as a pharmaceutical 
firm. others had futures uncom- 
plicated by a chemical business. 

When the management interview 
is completed. the analyst checks 
the information by talking with 
competitors in the field to eain 
some idea of how competitors feel 
about the subject company’s prod- 
uct. In some industries,  tech- 
nological change is moving so 
rapidly that a company on top 
today may lose its leadership. six 
months later because another com- 
pany has scored with a product 
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breakthrough. This is happening 
frequently in’ the chemical and 
electronic industries. The analyst 
would also check with commercial 
and investment’ bankers, 

The final step is to work out 
some forecast of earnings of the 
company for a three-year period. 
This is undoubtedly the toughest 
part of the analyst's work. He 
must obtain from the company 
management an outline of its plans 
on new plant construction, its 
schedule of new product introduc- 
tion and any new marketing areas 
it plans to penetrate. Working these 
factors into the company’s overall 
operations on a timetable basis, 
he then projects their impact on 
sales and earnings. Once this pro- 
jection has been completed the 
memorandum is submitted to the 
portfolio committee. 

Of the 318 company reports 
prepared by our analysts last year, 
73 required a second report. 


Portlolio Committee 


Upon preparation of such a 
memorandum, it is studied by the 
seven members of the Portfolio 
Committee. Normally. there is an 
additional oral presentation to the 
committee by the analyst who pre- 
pared the report and he is avail- 
able for questioning. 

Usually. there follows a full dis- 
cussion of the company by com- 
mittee members, who weigh the 
potentials against the risks. 

After such full discussion and a 
balancing of the pros and = cons, 
a decision is reached. 
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\merican 
Hospital Supply 
On Exchange 


‘pas \N Hospital Supply Cor- 
/A poration, Evanston, III. claims 
to be able to furnish practically all 


wre yA Be 


supplies, equipment and furnish- 
ines for a hospital except fuel, food 
and most drugs. Ninety-five per 
cent of the hospitals in this coun- 
try. as well as some abroad, are 
customers, 


On March 7—thirty-eighth an- 


niversary of this firm and_ the 
birthday of founder and board 
chairman Foster G. McGaw—trad- 


ing was inaugurated in its 2.568.- 
631 shares of S2-par value common 
stock (ticker symbol: AHS). The 
opening price was $38 per share. 
In all. 2.700 shares changed hands 
the first day at market prices rang- 
ine from $3814 to the low and 
close at $3034. 

Besides — supplying 


distributes 


hospitals. 
\merican 
15.000 


nous solutions, to laboratories. doc- 


more than 


items, including intrave- 
tors’ offices and related institutions. 
Regional warehouses are located 
in twelve cities and manufacturing 
facilities in four. Marketing is con- 
ducted through four sales divisions 
and 20 wholly-owned subsidiaries. 

Net sales reached a new record 
high at 877.881.6098 in 1959, rep- 


resenting an increase of more than 
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S11 million over the year before. 

Last year’s net earnings im- 
proved to $3,317,755, or S17 per 
from $2,95.1.280, 


or 81.33 a share on the same basis, 


common. share. 


in the preceding vear. 
Hospital Supply, 
which now has some 7.500 common 


American 


share owners, has paid cash divi- 
dends every year since 1917, Pay- 
L959 boosted to 
common share on 
capitalization from 55 
1958. The only payment 
1900 
on March 18. 


ments in were 


03°, cents a 
present 
cents in 
1014 cents 


so far in was 


negra 
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DeEADERS of The Exchange Mae- il 
azine may well be proud of = 
their investment judgment. 
In the five years 1955-1959, in- 
clusive. 58 of the 75 common 
stocks most favored by subscribers 
rose in market value—and only 17 
declined. en Pacific 
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58 that advanced in price- 
se more than 100 per cent. And. 
il 12 per cent of the 17 
iat fell 50 
ont in market price. 
the 195-4, issue, 
readers were asked to tell us the 
mmon_ stocks they would buy 
with the idea of holding for at 
least three years. Responses from 
%.070 readers were tabulated, and 
the names of the 75 favorite stocks 
were published in the March, 1955, 
issue. 

The first of the two accom- 
panving tables cites the 20 favor- 


\ two 


declined over per 


in December, 


ites which registered the largest 





market price gains in the five years 
ended December 31. 1959; the 
other lists the 17 which declined. 
Figures in parenthesis after the 
name of stock denote its 
popularity ranking with readers 
at the time the poll was taken. 
International Business Machines. 
sixth in popularity, registered the 
most striking market performance 


each 


rising nearly 393 per cent. 
Minnesota) Mining & Manufac- 
turing, fiftieth most popular. 
gained more than 309 per cent. 


Two of the other issues in this table 
rose more than 200 per cent: 11 
went up over L100 per cent; and 





20 READERS’ FAVORITES WHICH SCORED LARGEST GAINS 





OVER 5-YEAR PERIOD 
Cost 
Of 100 
Shares No. Of 
At 1955 Shares Market Or: 
Market Owned Value __ Appreciation _ 
Stock Opening 12-31-59" 12-31-59 Amount Pet. 
Int’l Bus. Machine (6) .. $35,900 403.8 $176,965 $141,065 392.9 
Minnesota Min. & Mfg. (50) . 8,600 200 35,200 26,600 309.3 
Gen‘! Tel. & Electr. (54) 3,550 150 12,618 9,069 255.5 
Eastman Kodak (12) .. 7,262 220.5 23,704 16,441 226.4 
Int‘l Tel. & Tel. (71) .. 2,587 200 7,700 5,113 197.6 
Goodyear Tire & Rub. (28) 10,862 649.5 29,877 19,015 175.0 
General Foods (43) 7,700 200 20,900 13,200 171.4 
U. S. Steel (9) .... 7,400 200 19,725 12,325 166.6 
Safeway Stores (74) , 4,512 300 11,100 6,588 146.0 
——__ Aluminum Co. of Amer. (41) . 8,925 200 21,300 12,375 138.7 
ESO Dow Chemical (11) 4,675 108.2 10,685 6,010 128.6 
1G, Southern Company (63 1,800 100 3,975 2,175 120.8 
ld ba American Cyanamid (24) .. 5,412 200 11,750 6,338 117.1 
st Armco Steel (67) ... 7,250 200 15,400 8,150 112.4 
vs General Electric (4) .... 4,700 100 9,912 5,212 110.9 
wa a a! | 8,600 208.1 17,819 9,219 107.2 
|/ Gulf GH (1) ..k«s. 6,612 368.5 13,542 6,930 104.8 
| Sears Roebuck (47) . 7,725 306 15,491 7,766 100.5 
{ Bethlehem Steel (16) 10,975 400 21,800 10,825 98.6 
Radio Corp. (8) 3,862 102 7,051 3,189 82.5 


* Assuming retention of any and all shares received from stock dividends or splits. 
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the other two favorites each gained 
over &2 per cent. 

By way of comparison. the 30 
stocks in the 
trial Average advanced almost 68 
per cent 


Dow-Jones Indus- 


in the same five-year 
period, 

The number of readers who 
named IBM as their favorite stock 
was 197: while only 75 voted for 
Minnesota) Mining & Manufac- 
turing. 

The three stocks favored by the 
number of readers — 
American Telephone & Telegraph, 
2.061: Standard Oil 


greatest 


named hy 


(New Jersey ). selected by 1.969: 
and General Motors. chosen by 
1.606 
eains to be included in the first 
table. their 
price advances amounted to nearly 


did not score large enouch 


However. respective 
37. almost 35 and over 60 per cent 
in the five-year period. 

Aircraft. 39th = most 
popular issue when the poll was 


Douglas 


conducted. and United) Fruit. in 
23rd 


favorites to decline more than 50 


place. were the only two 
per cent in market price. 

Douglas was selected by 93 read- 
ers: United Fruit by 132. 





17 READERS’ FAVORITES WHICH DECLINED IN MARKET PRICE 
OVER 5-YEAR PERIOD 


Cost 

Of 100 

Shares 

At 1955 

Market 

Stock Opening 
Douglas Aircraft (39) ...++ $13,000 
United Fruit (23 sas ehibed 5,675 
American Rad‘r & S. S. (44) ... 2,487 
Carrier Corp. (61) ’ 6,200 
Atlas Corp. (70) arr 4,262 
Amerada Petroleum (52 23,000 


Canadian Pacific (72) .. weer 3,237 


New York Central (40) ....... Jaar 
Kennecott Copper (21) ...... 10,700 
Standard Oil (Ind.) (42) ...... 4,812 
Boeing Airplane (55) ........ 7,425 
Olin Mathieson Chem. (17) .... 5,712 
Chrysler Corp. (19) . ae ee 7,162 
W.R. Grace (62) — 4,737 
Allis-Chalmers (65) ; 7,300 
Socony Mobil Oil (15) ; 5,325 
Union Pacific R. R. (38 15,400 


No. Of 
Shares Market a 
Owned Value Deoreciation _ 
12-31-59* 12-31-59 Amount Pet. 
154.5 $ 5,890 $7,110 54.7 
100 2,775 2,900 51.1 
100 ' 1,450 1,037 41.7 
100 3,812 2,388 38.5 
441 2,756 1,506 35.3 
200 15,200 7,800 33.9 
100 2,487 750 23.2 
190 2,862 475 14.2 
100 9,462 1,238 11.6 
100 4,412 400 8.3 
225.1 6,922 503 6.8 
100 5,362 350 6.1 
100 6,812 350 49 
102 4,526 211 4.5 
200 7,100 200 ie 
125 5,187 138 2.6 
500 15,312 88 0.6 


* Assuming retention of any and all shares received from stock dividends or splits. 
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a volved in rights offerings during 
1959 advanced in market price 
above the price charged for the 







DeERHAPS more than any other 
industry, public utilities have a 
continuing need for a new equity 


5 
capital in order to provide the ex- 
panded productive facilities _re- 
quired to serve their customers. 


It isn't particularly surprising, 

therefore, that 15 of the 22 listed 

p companies which last year raised 

rove new capital by rights offerings 
were utilities. 

All 22 listed common stocks in- 


additional shares. And. 21 of the 
22——-a favorable ratio of over 95 
per cent-—were still selling above 
the cost of the additional shares at 












If you 
sell the rights 
you dilute your 
ownership. 


Id buy the 
shares if I 
were you. 






= got 26 rights on 
my XYZ stock. 
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the close of trading last year. market price at the same time was 
New equity capital raised by the $22 per share higher than the sum 





22 enterprises in 1959 amounted — charged earlier in the year for such 
to $391,001,688. That was 52 per _ stock. 

cent less than the $822,250,793 The only one of the 22 that 
raised by 27 listed companies in closed below the price of the addi- 
1958 and 74 per cent under the tional shares sold was Columbia 
record total of $1,522,752.120 Gas System, and the dip for that 


raised by 32 companies in 1957. issue amounted to $1.50. 

At the year-end, as the table The table shows the 1959 clos- 
shows, Ampex Corporation was ing price for Pennsylvania Power j 
selling $54.75 per share, or more & Light as $26 and the cost of ad- 
than 100 per cent, above the price ditional shares earlier in the year 
paid earlier in 1959 for additional as $50. However, because of a 


stock. Mergenthaler  Linotype’s  2-for-1 split in May (some five 








COMPANIES WHICH RAISED NEW CAPITAL BY OFFERING) STOC 








No. of Cost of Volume of | Comme 
Shares Such Trading Right t¢ 
Company Offered Shares _In_ Rights Sh: 

American Natural Gas Co. ................ 486,325 $27,963,688 1,695,700 10 | 
CE TE, oie '5 6045 6648 Rcinhaw ern samme 200,845 10,544,363 719,100 10 
aii Tae Ce. ook nic escedanesccececs 271,553 15,410,633 696,900 10 
Columbia Gas System, Inc. ................ 1,799,057 39,129,490 2,338,700 15 
Cons. Materal Gas. Co. ... 60. ceccccweess 821,256 38,599,032 2,952,100 10 
Florida Power Corp. ...........ccccccccese 703,485 17,£87,125 1,689,400 12 
General Pub. Util. Corp. .................. 1,115,000 24,530,000 2,048,600 20 
Marine Midland Corp. 449,704 9,893,488 1,970,100 20 
Mergenthaler Linotype Co. ................ 116,541 5,244,345 238,500 4 
Nast (Conde) Pub. Inc. ...............00. 501,863 4,014,904 174,200 2 
mt. ¥.. Sate Elec. & Gas. Cp. on. cccccccccecs 466,961 11,907,506 594,600 15 
Northern States Power Co. ................ 952,033 20,944,726 2,118,000 15 
Pamerreney Ce. CT) acicnciics sc vicewnceaes 1,490,622 8,943,732 1,303,800 4 
Penn. Power & Light Co. , rer : 299,062 14,953,100 1,170,200 20 
ek ee 640,306 29,133,923 1,282,800 20 
Potomac Elec. Power Co. ........... sans 1,207,338 30,183,450 1,086,200 5 
Rochester Gas & Elec. Co. .............. a 280,000 10,500,000 554,600 9 
San Diego Gas & Elec. Cp. ................ 500,000 11,700,000 1,790,309 
Seiberling Rubber Co. SSN one eer 106,841 1,495,774 196,700 
re 1,036,602 31,098,060 1,604,900 10 
Virginia Elec. & Power Co. ............ 710,000 23,430,000 5,511,000 20 
Waukesha Motor Co. 97,291 3,794,349 233,300 5 
(1)—Name changed to Fairbanks Whitney Corp. 6/1/1959. 
10 THE EXCHANGE 





months after the rights offering 





The most popular ratios—with 








m expired), each share owned prior — five companies involved in each— 
h to May 1, 1959, had grown to two were 1-for-10 and 1-for-20. Other 
shares when December ended. ratios were 1-for-2. 1-for--4, 1-for-5, 
at Similarly, closing prices shown for — 1-for-8, 1-for-9, 1-for-12 and 1-for- 
i- \merican Natural Gas and Seiber- 15. 
ia ling Rubber don’t include the addi- \ stockholder entitled to buy 
at tional value of 10 per cent stock additional shares of a stock he 
dividends paid earlier in 1959, owns can, of course, exercise his 
\S- Of the tabled enterprises, Colum- rights; buy the shares offered: 
er : bia Gas System—$39,129,190 and maintain his proportionate 
d- and Consolidated Natural Gas ownership interest in the enter- 
ar $36.599,032 — raised the largest prise. Or. he can sell the rights 
a amounts of new equity capital for cash—in the process, of course, 
ve through rights financing. diluting his ownership interest. 
FERING| STOCKHOLDERS RIGHTS TO BUY COMMON STOCK IN 1959 
ume of | Common Owners Given Price of 
rading Right to Buy One New Each New 1959 Price Range of Common Stock 
_ Rights Shere for Each: __ _ Share _ Open High low _ Last 
695,700 10 held on 2/26 $57.50 $60a $ 6650 $56 $ 58/2 
719,100 10 4/2 52.50 65 137 61% 10714 
696,900 10 9/25 56.75 593% 661% 5834 628 
338,700 15 4/1 21.%2 22Ve 2458 1934 201% 
952,100 10 5/21 47.00 51 573% 451% 4814 
689,400 12 5/14 25.00 297% 315% 26 30 
048,600 20 12/30 22.00 25Vga 277%sa 2234 24 
970,100 20 5/12 22.00 2334 282 232 2734 
238,500 4 4/6 45.00 4434 70 4414 67 
174,200 2 11/24 8.00 7% 1236 6% 9% 
594,600 15 11/20 25.50 265ea 283a 23340 2634 
118,000 15 7/23 22.00 22Ve 253% 22% 2414 
303,800 4 4/24 6.00 7Ve 10% 7 73% 
170,200 20 1/6 50.00 28a 30a 252 26 
282,800 20 6 45.50 49/2 57 467s 5034 
086,200 3 5/12 25.00 27% 29/2 252 27 
554,600 9 2/5 37.50 41% 50% 397% 497%, 
790,309 8 11/4 23.40 26 2938 242 2458 
196,700 4 1/19 14.00 17/20 25% 16Vea 19 
604,900 10 9/10 30.00 321% 3534 30 321% 
511,000 20 6/2 33.00 3734 397% 33g 377%, 
233,300 5 10/27 39.00 373% 4834 362 4414 
a— Adjusted for stock dividends or splits. 
NGE APRIL, 1960 











COMMON 


VS. 


PREFERRED 


ryvut prudent investor takes a 
I ereat many factors into consid- 
eration before making a commit- 
ment, Not necessarily in the order 
named, he'll give careful thought 
to the general economic outlook, 
prospects for the industry his con- 
templated investment represents. 
the company’s earnings and divi- 
dend records, calibre of its man- 
agement, and the trend of the stock 
market. 

Let's 
vince him that 


assume his studies con- 
over the long pull 

he'd like to participate in the 
fortunes of ABC Corporation, He 
uses its products regularly and is 
well satisfied with them: has a high 
the 
capabilities: and is convinced that 
the will 


STOW and prosper, 


regard — for management's 


enterprise continue — to 

However, because he’s mainly 
concerned with income and safety 
of principal. he doesn’t feel that 
the current dividend on the com- 
return. 
Eventually. he’s sure. the common 


mon. gives him sufficient 
dividend rate will be boosted. but 
that may take some time. 
What should he do? 
Perhaps the answer -for him 


may be an investment in the same 
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corporation's preferred stock, 


The accompanying table con- 
trasts recent yields for common 
and preferred stocks of 25 well- 
known industrial companies. 
Twenty-one of the 25, a resound- 
ing GF per cent. show a larger re- 
the 


three of the common 


turn on investment by 
ferred. Only 
yields were larger than the return 


pre- 


from the preferred: while one 
Bethlehem Steel 


vields on both common and_pre- 


showed identical 


ferred. 

Based on the tabled figures only 

which. of course, will change as 
the market prices fluctuate or com- 
mon dividend payments rise or fall 

here are the results that a S10.- 
O00 the 
stock amount. in- 
vested in the preferred stock of 


investment. in common 


and a= similar 















Since we need more 
income maybe we 
should buy 

preferreds. 





I think 
you're right! 
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oie ; : 
iy of the companies produce in 
wav of dividend income: 
Tire & Rubber 


{ veneral 
lt 





pre- 


red would brine an annual in- 


come equivalent to about S14 per 


nN 


Radio Corporation 


ionth: the common, SLO monthiy. 
preferred 


would produce dividend income 


equal to about S10 each month: 


American Smelting & Refining. 
$12.50 the 
ferred: from 
common. stock. 

Liggett & Mvers Tobacco pre- 


monthly from 


S19 


pre- 


a month the 


ferred would bring income equiva- 
lent to SLO per month: the common 
would do better--S50 a month, 


All preferreds in the table be- 





; the common, less than $12. low are non-convertible. 

| 

COMMON AND PREFERRED STOCK YIELDS OF 25 

PROMINENT INDUSTRIALS 

y 

: COMMON STOCK _ PREFERRED STOCK 

. Cash Divs. 

Incl. 

| Extras 

is Approx. Paid in Approx. Cash 

’ Recent Latest Recent Dividend 

. Price 12 Mos. Yield Price Rate _‘Yield_ 

l- 
Allied Siotes Corp... .s.3. «:<.0.05000 45:0 $5 $3.00 5.5% $ 77 $4.00 5.2% 

- American’ Can Coy . 0. iis acsiscce ys 4 2.00 5.0 38 175 4.6 
American Smelting & Ref. Co. 44 1.00 os 138 7.00 5.1 
American Tobacco Co. 108 5.00 4.6 121 6.00 5.0 

2 Armstrong Cork Co. 43 1.65 3.8U 76 3.75 4.9 

© Associated Dry Goods Corp. .. 58 2.28 3.9U 102 5:25. 3.1 
Bethlehem Steel Corp 48 2.40 5.0 141 7.00 5.0 

; Carrier Corp. , 34 1.60 4.7 42 225 5.4 
Caterpillar Tractor Co. 30 0.95a 3.2U 90 4.20 4.7 
Colgate-Palmclive Co. 39 1.400 3.6 73 3.50 4.8 
Continental Can Co., Inc. ; 45 1.80 4.0 80 3.75 47 
duPont de Nemours (E.I.) & Co. 231 7.00 3.0 98 4.50 4.6 
General Mills, Inc. 30 1.10a 3.7U 105 5.00 4.8 
General Motors Corp. : 46 2.00 4.3 104 5.00 4.8 
General Tire & Rubber Co. 72 0.84a 1.2U 95 5.00 53 
Cran (RT Gee nic esgic. se tien 51 2.20 4.3 76 3.75 49 
International Paper Co. 112 2.960 2.6U 90 400 4.4 
Liggett & Myers Tobacco Co. ...... 84 5.00 6.0 146 7.00 4.8 

P Macy (R.H.) & Co., Inc. 39 2.00 51 81 4.25 52 

Morris (Philip), Inc. 64 3.15 4.9U 79 4.00 5.1 
Radio Corp. of America 69 0.98a 1.4U 71 3.50 49 
Reynolds Tobacco Co. 60 2.10a 3.5U 79 3.60 4.6 
Safeway Stores, Inc. 39 t.23 3.2U 83 4.00 4.8 
U. S. Steel Corp. 86 3.00 25 141 7.00 5.0 
Westinghouse Electric Corp. 52 1.100 2.1U 82 3.80 4.6 


a Adjusted for stock dividends or splits. 





U Dividend increased in latest 12 months. 
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LTHOUGH most individual in- 
L \ vestors concentrate almost ex- 


clusively on common stocks. in 


recent months bonds have been 
making a strone bid for attention 

ands investment — dollars-—and 
promise to continue doing so for 
some time to come. 

This new popularity of bonds 
was highlighted last fall, when the 
UL. S. Treasury brought out a S82 
billion issue for four-year. ten- 
month securities. priced to vield 
3 per cent. aimed directly at the in 
dividual investor, Although Treas- 
ury financings are usually not bie 
news in the general press. this one 
made the front pages across the 
country, and at least one popular 
television commentator told his 
audience about it. The response 


was overwhelming: — Individuals 
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INSURANCE 
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happily took just under half the 
total issue from the equally happy 


Treasury, which was overjoyed 
to find a hitherto-untapped source 
of new money. Because of its en- 
thusiastic reception, the — issue 
became known as_ the 


“Magic Fives.” 


promptly 


What's more. the enthusiasm of 
individuals for bonds had a repeat 
demonstration a few weeks later, 
when American Telephone & Tele- 
eraph Company sold a $250 mil- 
lion issue of debentures to yield 
5.22 per cent. Again, small inves- 
tors flocked into the market for 
the obligations. Since then, more 
and more individuals have been 
invading the bond market- -which 
for many years has been dominated 
by insurance companies, pension 
funds and other institutional in- 
vestors—-to benefit from yields on 
top-quality bonds which by past 
standards are exceedingly lush. 

The reasons behind this _ re- 
newed interest in bonds are fairly 
easy to understand. The present 
hich level of stock prices has push- 
ed stock yields down to historically 
low levels. At the 
however, higher interest rates. re- 


same time 
sulting from  tight-money condi- 
tions. have forced bond yields up 
and bond prices down. The up- 
shot is that stocks now yield far 
less than bonds, which is just the 





reverse of the normal pattern. 
Just five years ago this month, 
for example, the yield on Moody's 
125 Industrials was 4.03 per cent; 
and the yield on Moody's Corpo- 
rate Bond Average was 3.21 per 
cent. The difference between the 
two gradually narrowed, and they 
crossed one another decisively in 
mid-l0958, Recently. the yield on 
Moody’s stock average was 3.50 
per cent: bonds, 1.64 per cent. 
Obviously, investors no longer 
buy stocks solely for income. but 
also and often exclusively in the 
hopes of price appreciation, They 
are willing to sacrifice current in- 
come for growth potential. This 
has given rise to some rather odd 
situations: For instance. while the 
common stock of Gulf States Utili- 
ties widely regarded as a “growth 
utility” 
on its present price, the same com- 


yields about 3.5 per cent 


pany s bonds are selling to yield 
just under 5 per cent. 

Buyers of the stock. of course, 
are expecting their dividends to 
rise. which would shove the vield 
upwards. This. in turn, would pre- 
sumably justify a higher price for 
the stock and the anticipated cap- 
ital gain makes it worthwhile to 
accept lower income now. 

Investors who feel that bonds 
might fit into their own portfolios 


might be interested in a few basic 








facts: First. about 200 or so bond 
issues are traded actively on the 
New York Stock Exchange. Last 
year, reported sales of some $1.6 
billion par value of bonds were re- 
corded. Second. the commissions 
on listed bonds are substantially 
lower than on stocks. 

If you purchase 100 shares of 
XYZ common, selling at $50, the 
minimum commission is Sb. But 
the 
amount of bonds calls for a com- 


a purchase of same dollar 
mission of only $12.50. And you 
can buy bonds through any mem- 
ber firm just as easily as you pur- 
chase stocks. 





Bonds cost 
less to buy than 
stocks. 


What do you get when you buy 
a bond? Most importantly, the in- 
terest paid you is much more as- 
sured than are the dividends on its 
stock, 
company won't pay anything to 
its common. stockholders until it 


common Moreover. the 
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meets the interest on its bonds. 
It’s possible, of course, that the 


company could run into trouble 
and be forced to default on its pay- 
ments. Although this occurred 


rather frequently in the thirties 
especially in the case of the rail- 
roads—-sounder financial practices 
have made defaults much less of a 
danger now, and defaults on in- 
vestment-quality bonds have been 
almost unknown during the past 
couple of decades. 
Aside defaults, 
still lose money on bonds, which 


from you can 
fluctuate in price, although usually 
less than stocks. The issuer of the 
bond usually promises you a fixed 
schedule of interest payments and 
a return of your principal at the 
end of 10, 20, or 30 but 
what happens to the market price 
in the 


years, 


meantime is) your own 
worry. And if you need money for 
an emergency, you may have to take 
a loss when you sell your bond. 

For example, the Socony Mobil 
214s of 1976, issued during the 
easy money period of L016. are 
now selling under 60, and any in- 
vestors who bought at the original 
offering would be forced to take a 
loss if they sold now. 

In most cases, the bond you buy 
is in a $1000 denomination. Its par 
value is LOO, and its price is stated 
as a percentage of par value. 
For example. a price of 9614 means 
a SLOOO bond sells for S965. 

The yield on the bond is calcu- 
lated somewhat differently than the 
yield on ia stock. Usually. bond 


men speak of the “yield to maturi- 
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ty.” meaning the interest rate 
divided by the price, with an ad- 
justment made for the difference 
hetween the present price and the 
value at maturity. A 4 per cent bond 
now selling at SO and maturing in 
10 years yields 5 per cent on its 
present price, Taking into consid- 
eration the 20-point profit to be 
added at maturity. however. boosts 
the vield to maturity up to 6.79 
per cent. 

Figuring this out looks to be 
complicated. but it’s all done for 
vou by your broker. 


Capital Gain 


Bonds selling at deep discounts 
from par offer some interesting 
possibilities from a tax point of 
view. If you buy a bond at 80, you 
will have a 20-point profit when it 
is redeemed at 100 at maturity, 
and this is taxed as a capital gain. 

For this reason, investors in high 
tax brackets search out such bonds. 
since they stand to get a much 
higher effective after-tax vield than 
on bonds selling near par. 

Some bond-market — observers 
think that current high interest 
rates make the present an excel- 
lent time to buy bonds. and that 
vields will have to turn down soon- 
er or later. Actually, interest rates 
have been creeping upward for 
more than a decade. and it is not 
at all certain that the end of the 
uptrend is now in sight. 

Investors in) stocks should be 
interested to know that there is a 
tendency for prices of stocks and 
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— 
The bond you buy 
is in a $1,000 
denomination. 

It's par value is 100, 


That means 
that a price of 
964 indicates a 
$1,000 bond is 
worth = 






bonds to move in opposite direc- 
tions. The logic behind this is that 
when business is good, corporate 
earnings are high, which lends 
support to stock prices. At the 
same time. though, demand for 
expansion money from business is 
high. money gets tight, interest 
rates move up. and this tends to 
force bond yields up and bond 
prices down. 

When a corporation sells bonds 
in a tight-money market at a high 
yield. the yields of similar bonds 
already outstanding must conform, 
which means falling prices. 

This works just the opposite when 
business turns down. of course. 
Consequently, some — authorities 
feel that the present high level of 
business means that stock prices, 
having no more good news to an- 
ticipate. must drop. and that bond 
prices will rise. In predicting the 
future course of bond prices. how- 
ever, the surest statement that can 
be made is the one which also ap- 
plies to stock prices: 

“They will continue to  fluctu- 
ate!” 


















YIELDS 
And Market 
Prices 


the market price of a dividend- 
A paving common stock advances. 
the vield offered a purchaser drops. 
But. if 


tinue 


dividend payments 


unchanged. the 


cone 
vield doesn't 
decrease on shares which have 
time. 

\YZ Common 
last 


investment 


been held for some 


For instance. if 
paid S35 per share 
]O59 


lo anvone 


year. the 
vield or return 
who had paid S50 
his shares in, sav. 1055 
But. 


who had bought the 


each for 


would be 6 per cent, some 


other investor, 
same stock at a price of S75 per 
! 1958. 


share on December 31. 


would have had a 1959. vield 
only | per cent. 
This fact is illustrated in’ the 


1959 annual report of a fund which 
makes equity investments designed 
to bolster the 7) New 
York State mutual savines banks. 
Dividend income from its 
stock portfolio, the 
reported recently. 


earnings of 


com- 
mon fund 
was equivalent 
to a return of 5.25 per cent on cost. 
In view of the buovant 


that figure 


eenerally 
stock market last vear. 


Was. of 


course. a generous one. 
Moreover. it) was 3's per cent 
above the 1958 yield of only 5.07 
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y ‘9 ought my XYZ 


e2 a 





es 
i Ip aid #75 ~~ 


‘eld 
5 aT) | hz in 1958 - 
, Ne only ae %. 








per cent on 


its equity 


portfolio, 
\t the vear-end. this fund owned 
65 of 
Board.” 


70 blocks of common stock. 
them listed on the “Big 
During 1959, portfolio changes 
in respect to listed issues 
@ Three blocks of 
added. 


Three were liquidated, 


@® Additions 


Were: 
common 


were 


” 


made to 31 


were 
issues owned al the close 
of 1958. 
@ Seven blocks of stock were 


lightened. 


@ Twenty-one holdings showed 


no change. 


Listed issues added were 5.000 
Southern Pacific. 8.500 Sears. Roe- 
buck 1.000 Shamrock Oil. 

The blocks liquidated complete- 
ly were 2.000 Amerada Petroleum. 
7.000 United Aircraft. and 6.500 
First National Stores. 

The 31 
ber. 1959, 
500 shares of 
(16.500). 4.000 American 
(7.000). 1.500 Ameri- 
can Electric (15.500). 


and 


increases, Ww ith Decem- 
totals in parenthesis. 
were American 
Chicle 
Cyanamid 


Power 
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5.000 American Tel. & Tel. (7.500). 
2.000 Atchison, Topeka & Santa 
Fe (15.000), 9.500 Anchor Hock- 
ine Glass (18.000), 
Gas & 
1.500 Beneficial Finance (31.500), 


10.000 Balii- 


more Electric (20.000), 





National Tea (12.000). 1.000 
Northern States Power (16.000), 
500 Owens-Illinois Glass (5.300), 
1.500 (7.500), 
8.500 Pennsalt Chemicals ( 1-1.000). 
1.500 J. C. Penney (6.000). 19.000 


People’s Gas 











=> 200 Commonwealth Edison  Pitney-Bowes (28.500). 500 Shell 
< (7.200), 1,500 Continental Oil Oil (6.500), 500 Skelly Oil (9.500), 
a (15.500), 7.500 Eastman Kodak 1.000 Southern Calif. Edison 
(15.000). 1.600 du Pont (3.600), (8.000), 300 Texaco (6.800), and 
500 Firestone Tire (7.200). 14.300 1.000 U.S. Steel (6.000). 
General American Transportation The seven reductions in holdings, 
a (27.500), 500° General Electric with totals again in parenthesis, 
ed (6.500), 7,500 Gulf States Utilities were 1.000 Continental Can (13.- 
of (15.000). and 1.000 Haliburton O00). 2.000 Goodrich (6.500), 
H. Oil Well Cementing (5.000). 8.100) National Dairy (15.000), 
res Also. 1.000 Hooker Chemical 4.000 Ohio Oil (4.000). 2.200 
ree (7.000). TOO Idaho Power Philadelphia Kleetric (7.300). 2.- 
-_ (13.500). 10.500 Jewel Tea 000 Union Pacific (8.000) and 
0 * J 
(21.000). 1.000 Louisville Gas 1.000 United Carbon (11.000). 
X Electric (14.000), 12.500 Me- The 20 listed stocks with largest 
Kesson & Robbins (25.500), 26.000 > market values appear below. 
34 
se 20 LISTED COMMON STOCKS IN SAVINGS BANKS’ PORTFOLIO 
Dec. 31, 1959 __ __Dec. 31, 1958 _ 
Shares Market Shares Market 
ere Stock Held Value Held Value 
American Chicle .............- 16,500 $ 895,125 16,000 $ 732,000 
red American Electric Power ... 15,500 751,750 14,000 757,750 
Anchor Hocking Glass ........ 18,000 720,000 8,500 656,625 
Beneficial Finance aise 31,500 728,438 27,000 702,000 
Continental Oil ......... 15,500 864,125 14,000 883,750 
OO 
E. | du Pont de Nemours 3,600 950,400 2,000 427,500 
oe- Eastman Kodak ....... a 15,000 1,612,500 7,500 1,081,875 
Firestone Tire & Rubber ... 7,200 993,600 6,700 884,400 
a General American Transp‘n 27,500 1,760,000 13,200 1,524,600 
le- ONONE TROES occas scenes 12,500 1,306,250 12,500 940,625 
ie Hercules Powder ....... 12,000 894,000 12,000 678,000 
00 Jewel Tea ..... 21,000 976,500 10,500 971,250 
McKesson & Robbins .......... 25,500 1,128,375 13,000 884,000 
Merck & Co. scenechk Reece 16,500 1,328,250 16,500 1,270,£00 
*m- National Tea Company ...... 42,000 840,000 16,000 1,092,000 
SIS TS ee ee ete 6,000 732,000 4,500 488,250 
‘an PNM hie wr sloraaree tala 28,500 1,054,500 9,500 912,000 
‘an Sterling Drug 23,500 1,239,625 23,500 1,148,562 
2 er 11,000 770,000 12,000 876,000 
Pri- United States Gypsum ........ 7,400 697,450 7,400 725,200 
). 
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VENDO 


Comes to the 
Big Board 


rpvuk Vendo Company. Kansas 
i City. Mo.. is the nation’s larg- 
est manufacturer of coin-operated 
vending machines. 

On March 
Stock 
1.270.019 shares of $2.50-par val- 


10 trading on the 


Exchanee beean in its 
(ticker symbol: 
VEN). The opening price was S11 


ue common. stock 


per share. high for the session. A 
total of 
with the close recorded at the day's 


1.700 shares were traded 


low price of S10. 
The 


poration 


twenty-three-vear-old cor- 


makes machines which 
vend soft drinks. milk. ice cream. 
coffee. cookies. crackers and pea- 
domestic sub- 


Manufae- 


turing Corp.. Fresno. Calif. and the 


nuts. It has two 


sidiaries—Vendorlator 
Stoner Manufacturing Corp.. Au- 
rora. [ll—which also make vend- 
ing machines. Another subsidiary 

Vend & Montiel. S. A. de C. V.. 
Mexico City—imanufactures 
chines for dispensing soft drink 
bottles. 

The corporation and_ its 


ma- 


Iwo 
domestic subsidiaries employ more 


than 2.500 people. 
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When 


it sold a vending top which con- 


originally incorporated. 
verted into” a coin-operated = ma- 
chine. It has since developed its 
own machines. 

Vendo has installed completely 
machine-operated cafeterias in in- 
stitutions and offices. including its 
own in Kansas City. 

Net sales jumped from $29,110.- 
132. in 1958 to an estimated S15.- 
O16.176 in 
over S15 million. 

Net earnings for 1959 
O70 


1959, an increase of 
$2.16 1.- 
were more than double the 
previous year’s profits. 

Net earnings per common share 
of SL.OL last were 
cent larger than the &2 cents earn- 
1958. 


Four quarterly dividends of 15 


year 137) per 


ed in 
cents each were paid to Vendo’s 


1959 


the fourth consecutive year of such 


common share owners in 


disbursements. 

So far in the current 
stockholders 
approximately — 2.700— 


year, 


common who now 


number 
received one cash 


have payment 


of 15 cents on March 3] 
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“.. BY 


ANY OTHER 
NAME...” 


\ THE PAST FOUR YEARS. no less 
| than 95 companies with shares 
listed on the “Big Board” have 
changed their corporate names. 

The changes were made to re- 
flect mergers or acquisitions—to 
provide a more accurate identi- 
fication of the products or interests 
of the enterprise--or merely for 
simplification, 

At least one company changed 
its name more than once. In 1957, 
the corporate title of Magic Chef, 





‘ 
A 


Inc. was changed to Magic Chef- 


ood Giant Markets. 


The 


following year, this enterprise be- 


came Food Giant Markets. 
Many of the alterations 
slight. Texas Company 


Inc. 


were 


became 


Texaco Inc.: Allied Chemical 
Dye is now Allied Chemical Corp.: 
and Northrop Aircraft. Inc. be- 


came Northrop Corp. 


However. that wasn't 


& 


the case 


for the twenty corporations which 


are cited below: 





Year 
Old Names New Name Changed 

American Hide & Leather Co. General American Industries, Inc. 1956 
Artloom Industries, Inc. Trans-United Industries, Inc. 1959 
Chicago Corp. Champlin Oil & Refining Co. 1957 
Consolidated Textile Co., Inc. Windsor Industries, Inc. 1957 
Felt & Tarrant Manufacturing Co. Comptometer Corp. 1957 
Florence Stove Co. Geo. D. Roper Corp. 1958 
Froedtert Corp. Basic Products Corp. 1957 
International Hydry-Electric System Abacus Fund 1957 
Martin-Parry Corp. Ward Industries Corp. 1956 
National Automotive Fibres, Inc. Nafi Corporation 1959 
National Cylinder Gas Co. Chemetron Corp. 1958 
National Department Stores Corp. International Mining Corp. 1958 
National Shares Corp. Dominick Fund, Inc. 1959 
Nehi Corporation Royal Crown Cola Co. 1959 
Ohio Match Co. Hunt Food & Industries, Inc. 1957 
Pabco Products, Inc. Fibreboard Paper Products Corp. 1956 
Pacific Western Oil Corp. Getty Oil Co. 1956 
Pennroad Corp. Madison Fund, Inc. 1958 
Penn-Texas Corp. Fairbanks Whitney Corp. 1959 
Warren Foundry & Pipe Corp. Shahmoon Industries, Inc. 1956 
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SAMPLE COPY 
CHANGES IN PF 


DISTRIBUTION OF i09 


IN MONTH ENDED MARCH 15,1960 


NUMBER 
OF ISSUES 


WN 
CHANGE 
QNY 


MOQ 


DOW - JONES 
65-STOCK AVERAGE 


204.92 
203.20 
-@.8 fo 


STANDARD & POOR'S 
500-STOCK INDEX 


55.17 
54.74 
-0.8 °%o 








